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F. EQUIPMENT AND REAL PROPERTY MANAGEMENT

Compliance Rcquirements

Er1 u i prn e nl l,'lun u ge m e n t

- l ' i t le 
to eqLripment acquired by a non-Federal  ent i ty with Federal  awards vcsts with the non-Federal

ent i tv.  Eqr.r iprncrrt  means tangible nonexpendable property,  including exempt property,  charged
dircct ly to the award having a useful  l i fe of more than one year and an acqLris i t ion cost ol '$5000 or
more per unit .  However.  consistent with a non-Federal  ent i ty 's pol icy, lower l imits mav bc
cstabl i  shed.

A State shal l  use. Inanage, and dispose of equipmentacquired undera Federal  grant i r r  accordancc
rvi th State laws and procedures. Subrecipients o1'States who are local goverrrments or Irrdian tr ibes
shal l  usc State laws and procedures fbr equipment acquired under a subgrant l ronr a State.

Local governrrents and Indian tr ibes shal l  fol low the A-102 Comnron Rule fbr equiprncnt acquircd
tunder Federal  awards reccivcd direct ly from a Federal  awarding agency. Inst i tLrt iorrs of 'h ighcr
cclucat iorr .  l iospitals.  and other non-prof i t  organizat ions shal l  fol low the provisions ol-OM[] Circular
A-110.  I las ica l l y ,  the  A-102 Con. rmor r  Ru le  and OMI ]  C i rcu la r  A- l l0  requ i re  tha t  cqu ipmcnt  bc  uscd
irr  the program fbr which i t  was acqr,r i red or,  when appropriate, other Federal  prograrns. l rqLr iprncnt
rccorcls shal l  be r laintaincd, a physical  inventory of equiprnent sl ia l l  be taken at least oncc cvcry two
ycars and rcconci lcd to t l ie equiprnent records, an appropriate control  systern shal l  be uscd to
sal-c{rLrard equipment.  and equiprnent shal l  be adequately r-naintairred. When equipmcrrt  wit l r  a currcnt
per unit  l l i r  markct valuc of $5000 or more is no longer needed fbr a Federal  prograrn, i t  rnay bc
re taincd or sold with thc l redcral  agency having a r ight to a proport ionate (perccnt ol 'Federal
part ic ipat iort  in the cost of  the or iginal  project)  amount of the current la ir  market value. Proper salcs
proccclures shal l  bc uscd that providc fbrcourpet i t ion to the extent pract icablc arrd rcsr.r l t  in thc
h ighcs t  poss ib lc  rc tu rn .

' l -he 
requirernents lor equiprnent are contained in the A-102 Common Rulc ($_.32),  OMB CircLr lar

A- l l01rs_ .34) ,  Fcdera l  award i r rg  agency  program regu la t ions .  and the  tc r rns  and cond i t ions  o l ' thc
a* ard.

Ileul I' rctpe t't1, Munuge ment

Tit le to real property acquired by non-Federal  ent i t ies with Federal  awards vcsts with the non-Federal
cnt i t l ' .  Real property shal l  be used for the or iginal ly authorized purpose as long as needed for that
plrrposc. For non-F-ederal  ent i t ies covered by OMB Circular A- l l0 and with wri t ten approval l iorn
the Federal ar.varding agency, the real property rnay be used in other federally sponsorcd projects or
programs that have purposes consistent with tliose authorized for supporl by the Fcderal awarding
ageltcv. The non-Federal  cnt i ty rnay not dispose of or encurnber the t i t le to real propct ly without the
priur consent of the awarding agency.
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When rcal  properly is no longer needed for federal ly supporled programs or projects.  thc non-Federal
cnt i ty shal l  requcst disposit ion instruct ions. For purposes of this compl iance requiremcnt,  the
recipient makcs the requestto the Federalawarding agency. Subrecipients make requests through the
recipicnt (pass-through ent i ty) and do not make requests direct ly to the Federal  awarding agerrcy. Thc
pass-through recipient is required to cornply (ensure compl iance) with the direct ion ol ' thc l rcderal
arvarding agency and the terms and condit ions of i ts award. Whcn real property is sold, sales
proccdttres should provide fbr compct i t ion to the extent pract icable and result  in the highest possiblc
ret l t rn.  I f  sold, t ton-Federal  cnt i t ies are normal ly required to remit  to the awarding agency thc Federal
port ion (based on the Federal  part ic ipat ion in the project)  of  net sales proceeds. l f  thc propc'r ' ty is
retained. thc non-Federal  ent i ty shal l  normal ly cornpensate the awarding agency for the Fcdcral
port ion ol the current I-air  market value of the propef iy.  Disposit ion instruct ior-rs nray also providc l r l r
t ransf-er of t i t lc in lvhich casc, the non-Fcdcral  ent i ty is ent i t led to cor lpcnsat ion lbr i ts pcrccntagc
sharc ol ' the currcnt la ir  markct valuc.
1-he rcclLr i rcnrcrrts fbr real  propcrty are contained in the A-102 Cor-nrnon RLrle ($_.31).  OMI]
C i rcu la r  A- l  l0  ($_  32) ,  Fcdcra l  award ing  agency  regu la t ions ,  and the  te rms and cond i t ions  o l ' thc
ar,r'ard.

Audit  Object ives

l .  Obtain an understandirrg of internal control ,  assess r isk, and tcst intcrrral  control  as rcclLr i lcd by
OMB Ci rcLr la r  A-  133 5 \_ .500(c ) .

2. Dctcrnr ine whether the non-Federal  ent i ty maintains proper records fbr eqr.r ipnrcnt and adcquatcly
saf 'cgLrards and rnaintains equipment.

3. Dctcrrninc whcther disposit ion or encumbrance of any equipmcnt or rcal  propcrty accluircd urrdcr
Fcdcral  awards is in accordance with Federal  requiremcnts and that the awarding agcncy \ \ 'as
cornpcnsatcd for i ts s lrarc of any propcrty sold or converted to non-Fcdcral  usc.

Suggcstcd Audit  Proccdures -  Internal Control

I  .  Using the guidarrce provided in Part  6 -  Internal Control ,  per lbrm proccdurcs to obtain an
understanding ol ' internal control  sul l lc ient to plan the audit  to support  a low assessed lcvcl  ol-
control  r isk lbr the program.

2. I ' lan the test ing of intcrnal control to support  a low assessed level olcontrol  r isk lbr equiprrcnl  and
rcal propef ly management and perform the test ing of internal control  as platrncd. I l ' intcrnal
control  ovcr sol le or al lo l ' the cornpl iance requirements is l ikely to be inctfbct ive. scc thc
a l te rna t ive  proccdures  in  $_ .500(cX3)  o f  OMB Ci rcLr la r  A-133,  inc lud ing  assess ing  the

control  r isk at the rnaximurn and considering whcther addit ional conrpl iancc tests and

report ing are requircd because of ineffbct ive internal control .

3.  Considerthe rcsults of the test ing of internal control  in assessingthe r isk of norrcompl iance. Use

this as the basis for detennining the nature, t iming, and extent (e.g.,  nurnber of t ransact ions to

be selected) of substant ive tests of compl iance.
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Suggested Audit  Procedures -  Compliance
(Prcc'edu'c I only upplies lo subrecipients o.f State.s thol ure local governntenl.s or Ineliun lrihul
gorernntenl.s. Proceclure 2 only applics lo Slales und to.subrecipienls of Stales that ura locul
gorernmcnls or Indiun lribul governments.)

l .  Obtain cnt i ty 's pol ic ies and procedures for equiprnent management and ascertain i f  they cornply
rvi th the State's pol ic ies and procedr.rrcs.

2. Sclcct a sample ol 'equiprnent transact ions and test fbr compl iance with the Statc 's pol ic ies and
proccdures lbr management and disposit ion ol-equipment.

(l'roc'adrrra.s 3-J only upply lo inslitutions o/ higher etluc:ctlion, hospituls, unclother nonltntfit
ttr'tltrrti:rtlion^s, und Fedcral uwurtl.v received tlirectly.fi'ont u Faderul uwurtling ugcncy b\, s 7,,rr,,
{orarnntcnl or un Intliun tribul govarnmenl.)

3. lnvanlorr' l l lrrnrtgemcnt of' Equipmcnt

a. Incluire i l 'a requircd physical  inventory of equipment acquired undcr Fcdcral  ar.vards was
taken within the last two years. ' fest 

wlrether any di l fererrccs bctwccn thc physical
inventory and cquipment records wcrc resolved.

b. Ident i fy equipment acquired under Fcdcral  awards during t l re audit  pcr iod and tracc
sclccted purchases to thc property records. Veri ly that the propcrly rccords contain
thc fbl lowing inlbrrnat ion about the equipment:  dcscr ipt ion ( includirrg ser ial  numbcr
or othcr idcnt i f lcat ion nurnbcr),  sol l rce. who holds t i t le,  acquisi t iorr  datc and cost.
pcrcentage of 'Fcderal  part ic ipat ion in the cost,  locat ion, condit ion, and any ul t imatc
dispclsi t ion data including, the date ol 'd isposal and sales pr ice ur rrcthod uscd t i r
dete rminc current fair  tnarket value.

c.  Se lect i t  samplc of equiprnent ident i f led as acquircd undcr Fedcral  awards l ionr thc
propcrty records and physical ly inspcct the eqLripment includirrg whcthcr thc
ccluipment is appropriate ly safcguarded arrd rnaintained.

4. Di.sltosilion o.f Etluipmcnl

a. Deterrnine the amount of equiprnent disposit ions lbr the audit  per iod and perlbrrn
proccdures to ver i fy that disposit ions were properly classi f led betwecrr ccluiprncrrt
acquired under Federal  awards and equiprnent otherwise acquired.

b. For disposit ions of equiprnent acquired under Federal  awards, pcr l 'ornr proccdurcs to vcr i l i ,
that the disposit ions were properly ref lected in the property records.

c.  For disposit ions of equiprnent acquired under Federal  awards with a current pcr-unit  f 'a ir
market value of $5000 or rnore, test whetherthe awarding agency was rcimburscd fbr
the appropriate Federal share.

A-  l - i3  Cornp l iancc  Supp lcnre  n t  3 - [ r -3



N4arch 200t. i  Cornpl iance lLccluircments

(['roc'edure 5 upplies to Slules, locol governments, Indian tribal governmenls anel nonltrofil
rtrsonizulirtn.s regurdless ctf whether funding is received as a recipient or suhrecipient.)
5. D i.sltosit ion of' I?eul P roperty

a. Detcrminc real properly disposit ions fbr the audit  pcr iod and ascef iain such real propcfty
acquirecl  with Federal  awards.

b. I ror disposit ions of real  property acquired under Federal  awards, perfbrrn proccdures to
veri fy that the non-Federal  ent i ty fol lowed the instruct ions of the awarding agency,
rvhich wi l l  norrnal ly require reimbursement to the awarding agcncy 1or the l jedcral
port ion of net sales or f-air  rnarket value at the t ime of disposit ion. as appl icablc.

Note: Thc suggestcd audit  procedures above for internal control  and cornpl iance test ing rnay bc
accornpl ished using dual-purpose test ing.
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OMB Circular  No.  A-1 10

SUBPART C .  POST.AWARD REQUIREMENTS

Property Standards

1 . t  -
. J +  h q u r p m e n l

Handout 2

(a) Title to equipment acquired by a recipient with Federal funds shall vest in the recipient, subject to conditions of
th is  sect ion.

(b) The recipient shall not use equipment acquired with Federal funds to provide services to non-Federal outside
organizations for a fee that is less than private companies charge for equivalent services, unless specifically
authorized by Federal statute, for as long as the Federal Government retains an interest in the equipment.

(c) The recipient shall use the equipment in the project or program for which it was acquired as long as needed,
whether or not the project or program continues to be supported by Federal funds and shall not encumber the
property without approval of the Federal awarding agency. When no longer needed for the original project or
program, the recipient shall use the equipment in connection with its other federally-sponsored activit ies, in the
following order of priority: (i) Activit ies sponsored by the Federal awarding agency which funded the original project
then (i i) activit ies sponsored by other Federal awarding agencies.

(d) During the time that equipment is used on the project or program for which it was acquired, the recipient shall
make it available for use on other projects or programs if such other use wil l not interfere with the work on the project
or program for which the equipment was originally acquired. First preference for such other use shall be given to
other projects or programs sponsored by the Federal awarding agency that f inanced the equipment; second
preference shall be given to projects or programs sponsored by other Federal awarding agencies. lf the equipment is
owned by the Federal Government, use on other activit ies not sponsored by the Federal Government shall be
permissible if authorized by the Federal awarding agency. User charges shall be treated as program income.

(e)  When acquir ing replacement  equipment ,  the rec ip ient  may use the equipment  to be replaced as t rade- in or  se l l
the equipment and use the proceeds to offset the costs of the replacement equipment subject to the approval of the
Federal awarding agency.

(f The recipient's property management standards for equipment acquired with Federal funds and federally-owned
equipment  shal l  inc lude a l l  o f  the fo l lowing.

(1)  Equipment  records shal l  be mainta ined accurate ly  and shal l  inc lude the fo l lowing in format ion

(i) A description of the equipment



(i i) Manufacturer's serial number, model number, Federal stock number, national stock number, or
other identif ication number.

( i i i )  Source of  the equipment ,  inc luding the award number.

(iv) Whether tit le vests in the recipient or the Federal Governmenl

(v) Acquisit ion date (or date received, if the equipment was furnished by the Federal Government)
and cost .

(vi) Information from which one can calculate the percentage of Federal participation in the cost of
the equipment (not applicable to equipment furnished by the Federal Government).

(vii) Location and condition of the equipment and the date the information was reported.

(v i i i )  Un i t  acqu is i t ion  cos t .

(ix) Ultimate disposition data, including date of disposal and sales price or the method used to
determine current fair market value where a recipient compensates the Federal awarding agency
for its share.

(2) Equipment owned by the Federal Government shall be identif ied to indicate Federal ownership.

(3) A physical inventory of equipment shall be taken and the results reconciled with the equipment records al
least once every two years. Any differences between quantit ies determined by the physical inspection and
those shown in the accounting records shall be investigated to determine the causes of the difference. The
recipient shall, in connection with the inventory, verify the existence, current uti l ization, and continued need
for  the equipment .

(4) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or theft of the
equipment. Any loss, damage, or theft of equipment shall be investigated and fully documented, if the
equipment was owned by the Federal Government, the recipient shall promptly notify the Federal awarding
agency.
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Excerpt from the OEO Fiscal Guidance and Procedural Manual

Asset Rules and Regulations: (formerly F03-05) (Revised 10/ I 5/08)

These procedures have been developed to assist the subgrantees in establishing
proper procedures for obtaining effective internal control and record rnaintenance
for assets (capitalized (fixed) and non-capitalized assets) purchased with OEO
funds. The agency must be able to account for all property whether sold or traded,
in compliance with the terms and conditions stipulated in the OEO Grant
Agreement and (OMB A-110: Subpart C: Property Standards.)

l .  Defini t ions:

a. Fixed Asset: Tangible and intangible nonexpendable propefty
having a useful l ife of more than one year (e.g. equipment, machinery,
automobiles, furniture, real propefty) OMB Circular A-110: Subparl
A: Definitions and, for OEO purposes, that has an acquisition cost
equal to or greater than the lesser of $5,000 or the subgrantee's
capitalizati on po I i cy thresho ld.

b. Capital Expenditure: The acquisition cost of equipment or
expenditures for capital improvements that materially increase the
asset's value or useful l ife. OMB Circular A-122: Attachment B:
Equipment and Other Capital Expenditures.

c. Acquisition Cost: The net invoice price plus any modifications,
attachments, accessories, or auxiliary apparatus necessary to make it
usable. Taxes, transit insurance, freight and installation may be
included or excluded in accordance with the subgrantee's
capitalization policy. OMB Circular A-122: Attachment B: Equiprnent
and Other Capital Expenditures.

2. Assets Management Standards:

Titles shall vest with the subgrantee on the condition the subgrantee uses the
assets for the authorized purpose of the project as long as is needed. In
compliance with the OEO grant agreement, subgrantee's management
systems shall provide for effective control over and accountability for all



funds, property and other assets. The subgrantee shall adequately safeguard
all such assets and assure they are used solely for authorized purposes.
Adequate written procedures must be in place to determine the
reasonableness, allocability and allowability of costs and to guard against
loss, damage and theft. Loss, damage andlor theft are to be repofted
immediately to the OEO (OEO notification applies to fixed assets only).
OMB Circular ,4,-110: Subpart C: Standard for financial management
systems, and equipment.

3. Procurement:

Subgrantee shall establish procurement procedures in accordance with OEO
procurement procedures as well as written standards for code of conduct for
employees, officers and agents and standards that allow for competition in
accordance with OMB Circular A-110: Subpart C: Procurement Standards.

.1. Insurance Coverage: The subgrantee shall provide adequate insurance
coverage for all assets acquired with Federal funds in compliance with OMB
Circular A-110: Subpart C: lnsurance Coverage, and as outlined in OEO
procurement procedures. The subgrantee shall terminate insurance coverage
once the agency has properly disposed of the insured assets in accordance
with OEO sulplus propefty and equipment disposal procedures.

5. Other Use: In accordance with OMB Circular 4-110: Subparl  C:
Equiprnent a subgrantee may make all assets available for use to other
projects that have purposes consistent with those authorized by the
subgrantee. Preference shall be given first to other OEO sponsored
projects/programs, then to other federally funded programs and lastly to non-
federal programslorganizations whose pulpose is consistent with those
authorized by the subgrantee. Non-federal programs/organizations shall be
charged a fee equal to that charged by private companies for similar
services. These fees are to be charged as "other program income" and
accounted for separately from OE,O disbursed "grant revenue" on financial
records. This revenue is to be retumed and used solely for the OEO program
for which the equipment/propeny was initially purchased.

6. Disposition: Procedures for Surplus Property and Equipment Disposal and
OMB Circular A-110: Subpart C: Equipment. Be mindful that the
subgrantee must obtain OEO's written approval prior to the sale of or use of
the assets for trade-in and prior to transferring asset(s) to other federally



sponsored programs (approval applies to fixed assets only). If the agency
obtains OEO's authorization to sell, proper sales procedures shall be
established that provide for competition to the extent practicable and result
in the highest possible return. For all non-capitalized assets, the Agency
may perform sales and disposals without OEO notification. Sales
procedures for these assets shall also be established to provide for fair
competition to the extent practicable and result in the highest possible return.

7. Asset / Inventory Records: The agency must maintain records to verify
the existence and current util ization of all OEO-funded assets for all periods
in which the asset is in use and to account for all assets sold or traded-in in
compliance with the OEO grant agreement and OMB Circular A-ll0:
Subpart C: Equipment. Records shall be retained in compliance with OMB
Circular A-110: Subpart C: Retention access requirements for records. The
subgrantee must ensure that asset records contain the following information:
asset description, serial and model number, acquisition date and cost,
depreciation method and useful life (for fixed assets), asset location,
condition, and disposal date and revenue generated from said disposal, in
compliance with OMB Circular A-l l0: Subpart C: Equipment. Assets are to
be capitalized according to OMB Circular A-122: Attachment B: Equipment
and other Capital Expenditures and the agency's capitalization policy. In
accordance with OEO procedures, based in part on OMB Circular A-ll0:
Subpart C: Equipment, the agency shall conduct an annual physical review
of capitalized (fixed) assets and document asset locations and conditions as
of the end of the agency fiscal year. OEO also realizes that there are some
assets that are not capitalized and expended in the current period that the
Agency must track and monitor (E.G. computers, printers, office furniture,
and tools) that are not capitalizable in order to prevent waste and abuse of
said assets. In order to establish a limit to classify these non-capitahzed
assets for presentation on the inventory listing of the Agency, OEO requires
that all OEO assets with an acquisition value of $500 or greater be included
on the inventory listing unless the Agency's policies and procedures require
a lower limit. The document shall be compared to the asset listing produced
by the external auditor (at agency's fiscal year end) (for fixed assets only).
Any differences shall be documented and explained in the agency's fixed
asset reconciliation. OEO reserves the right to inspect non-capitalized assets
on this listing to ensure the listing's accuracy. Differences could result from
asset purchases or disposals transacted after the agency's fiscal year end.
OEO audit will require the following supporting documents: copy of asset
listing produced by external audit



a

a

a

a

Copy of documented asset locations and conditions
Asset reconciliation sheet
Documents to suppoft asset purchases
Documents to support asset disposals

OEO requests that a copy of this listing be submitted annually with audit
repoft of the external auditor. Submission of this report and the audit report
should be made to the attention of the Senior Audit Manaser.

8. Depreciation: Depreciation is a cost allocation that represents the
physical deterioration of property due to age, wear or market conditions.
Depreciation computation shall be based on the asset's acquisition cost
(invoice price) and directly attributable costs necessary to bring the asset
into working condition. Adequate depreciation records must be maintained
indicating the amount of depreciation taken each period and the total amount
of accumulated depreciation (OMB Circular A-122: Attachrnent B-l l).

9. Assets Provided by OEO: Assets purchased and provided by OEO to
subrecipients should be treated as property of the Agency; however, tit le to
property is vested with the State. The Agency is responsible for all up keep
and maintenance of property while in their possession. Should the Agency
no longer need the equipment or wish to dispose of it, OEO requires that the
asset be returned so that the OEO may dispose of the properly as deemed
necessary. All assets provided by OEO should be included on the inventory
listing regardless of the value of the asset. OEO will audit the inventory
sheets as they are submitted annually to ensure all OEO provided assets are
included on the listins.
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